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ABSTRAK 
Kajian ini mengkaji hubungan antara kemasukan bank asing, kualiti aset dan 
kecairan dengan prestasi bank Islam domestik di Malaysia.The analisis empirikal 
kajian adalah terhad kepada bank-bank Islam di Malaysia dalam tempoh 2008-2013. 
Objektif utama kajian ini adalah untuk menentukan kesan kemasukan bank Islam 
asing kepada bank-bank Islam domestik di Malaysia. Kajian ini menggunakan nisbah 
kewangan bank dengan mengeluarkan komponen dari  Model CAMEL, iaitu; Kualiti 
aset, dan kecairan. Hasil kajian menunjukkan bahawa kemasukan bank Islam asing 
mempunyai kesan negatif terhadap prestasi bank-bank Islam domestik menggunakan 
ROE sebagai pengukur tetapi tidak memberi kesan apabila ROA digunakan sebagai 
ukuran prestasi. Ini bermakna bahawa bank-bank Islam asing mengurangkan prestasi 
bank-bank Islam domestik. Selain itu, kualiti aset dan kualiti kecairan tidak 
mempunyai kesan yang besar ke atas prestasi bank-bank Islam domestik. 
Kata kunci: Kemasukkan bank Islam asing, Kualiti asset, Kecairan, ROA, ROE. 
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ABSTRACT 
This study examines the relationship between foreign bank entry, asset quality 
and liquidity with performance of domestic Islamic banks in Malaysia. The 
empirical analysis of the study is restricted to Islamic banks in Malaysia within 
the period of 2008-2013. The main objective was to determine the effects of 
foreign Islamic bank entry on domestic Islamic banks in Malaysia. The study 
used financial ratios of banks by extracting components of CAMELS Model, 
namely; Asset quality, and Liquidity. The result shows that foreign Islamic bank 
entry has negative effects on the domestic Islamic banks performance using 
ROE as a measure but has no effect when ROA was used as a measure of 
performance. This means that foreign Islamic banks reduce domestic Islamic 
banks performance. In addition, asset quality and liquidity quality had no 
significant effect on domestic Islamic banks performance. 
Keyword: Foreign bank entry, asset quality, liquidity, ROA, ROE. 
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CHAPTER ONE 
BACKGROUND OF THE STUDY 
1.0 Introduction 
This chapter begins with explanations on the Malaysian financial system, foreign 
Islamic bank entry and liberalization on foreign banks entry. This is followed by the 
explanation on the problem statement, the research questions and research objectives, 
the significance of the study and finally the organization of the study. 
 
1.1 Malaysian Financial System  
The foundation of any financial system is made up of banks because they assume a 
crucial role in contributing and developing the economy. A study conducted by  
Hassan, Sanchez, and Yu (2011) established that the effectiveness of financial 
intermediation can affect the growth of the economy and also bank inadequacies can 
bring about crises which have negative effects on the economy. In other words, 
banks are essential in financing economic activities and contribute to the soundness 
of the financial system. Every country is concerned in creating a strong and solid 
banking system, which allows the organizational framework to ensure a proper 
expansion and development of financial relations in the economy. A stable banking 
system helps to provide efficiency in unforeseen circumstances and also brings about 
incentives and reliable financial information for all participants. However, the bad 
performance of the banking industry in any nation would have a disastrous effect on 
the economy.   
 
 
The contents of 
the thesis is for 
internal user 
only 
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